Attachment B

STATE OF CALIFORNIA
CORRECTIONS STANDARDS AUTHORITY
YOUTHFUL OFFENDER REHABILITATIVE FACILITY
CONSTRUCTION AGREEMENT
Excerpt

Note the highlighted pertinent subsection B,5

ARTICLE 6. PROJECT FUNDING

A. Invoices. Invoice and progress/final reports and all required audit reports shall be submitted to the

CSA in a timely manner as specified in this Agreement and Exhibit A.
B. State Financing Obligations.

1.

In no event or circumstance shall the State or Agencies be obligated to pay the Participating
County under this Agreement or any other Project Document any amount in excess of the
Maximum State Financing. Participating County waives any and all claims against the Agencies
or the State of California for any costs which exceed the Maximum State Financing. The
Participating County is solely responsible for any and all cost, expenses or fees of the Project
which exceed the Maximum State Financing. Reimbursement of county costs from State
Financing shall be limited to those costs permitted under Article 1(A) of Exhibit A and/or
specifically identified in Exhibit B as “Eligible State Costs” provided, however, The State’s
obligations to reimburse Participating County for any State Financing is contingent on (1) the
availability of Interim Financing and (2) even if Interim Financing is provided, the successful sale
of bonds sufficient to cover all remaining Eligible State Costs. State Financing shall be subject to
the terms and conditions set forth in the PDCA.

Eligible State Costs subject to reimbursement shall in no event or circumstance exceed Maximum
State Financing. Because the funds to be paid are limited, Participating County shall be obligated
to complete the Project without additional State Financing. No additional State Financing will be
available, and Participating County should take all necessary precautions to ensure that the Project
is designed and constructed within the Project budget. The Participating County shall be
responsible for any costs exceeding the Total Eligible Project Costs.

State shall reimburse the Participating County for Eligible State Costs provided Participating
County’s performance of the Project is consistent with the Project Documents, including the
Construction Schedule, and Participating County is not in breach of any term or condition of this
Agreement, any Project Document, or any Applicable Law. At mutually agreed upon intervals as
set forth in Exhibit A Article 7, Participating County shall submit to CSA a reimbursement request
for payments of Eligible State Costs for which Participating County has already paid.

CSA may reject any invoice or item on an invoice should it be determined that such invoice or
item is ineligible for reimbursement under the terms of this Agreement, the Project Documents or
any Applicable Laws (“Improper Expenditure”). Should it later be determined Participating
County has been reimbursed for an Improper Expenditure or the State has made a payment to
Participating County in excess of the amount for which the State is obligated (“EXxcess
Payment”), CSA may withhold future payments or repayments in amounts equal to the Improper
Expenditure or the Excess Payment. In the event the amount of an Improper Expenditure exceeds
the total reimbursement amount due Participating County, or should the discovery of the Improper
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Expenditure or Excess Payment occur after payment of the Withhold Amount (as defined below),
Participating County shall immediately pay to CSA the amount of the Improper Expenditure or
Excess Payment.

5. At such time as the unreimbursed balance of the Eligible State Costs equals Five percent (5%) of
the total Eligible State Costs (“Withhold Amount”), CSA shall withhold that amount as security
for Participating County’s performance of all its obligations under this Agreement. The Withhold
Amount shall be released upon satisfaction of all of the following conditions: (a) there has been
Final Completion of the Project, (b) delivery by Participating County and acceptance by Agencies
of the Final Audit and the Final Project Summary Report, (c) Participating County has staffed and
operated the local youthful offender rehabilitative facility as required under Article 4(G) above,
and (d) Participating County is not in breach of any provisions of this Agreement, the other Project
Documents and Applicable Laws.

6. All agreements with the Contractor and any other contractor or subcontractor of Participating
County or the Contractor providing services or goods on the Project and for which reimbursement
with State Financing for all or any portion of the payment for such services or goods shall contain
the provisions relating to payment set forth in Exhibit A to this Agreement.

C. Participating County Funding. Subject to all terms and provisions of this Agreement, the Participating
County agrees to appropriate and spend cash (hard) matching funds as provided in Exhibits A and B
(“Cash (hard) Match”). Subject to all terms and provisions of this Agreement, the Participating
County agrees to provide in-kind (soft) match in accordance with Exhibits A and B (“In-kind (soft)
Match”). Participating County agrees to expend Cash (hard) Match funds on a schedule that is at least
pro-rata with the percentage expenditure of Eligible State Costs.
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